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PCPS Membership Soars;
Many Reasons Cited
PCPS membership rose dramatically in the first nine
months of 1988, jumping 91% to 3,400. Passage of the
Plan to Restructure Professional Standards, which man
dates quality review for all AICPA members, certainly
played a role in the membership increase—but it was
hardly the only factor.
In fact, when the managing partners of ten new (1988)
PCPS member firms were polled in a random telephone
survey in late September, they cited a broad variety of
reasons for joining. Plus, they anticipate many more
benefits than simply meeting an AICPA membership
requirement.

Keyed to Growing Firms
Thomas O’Brien of O’Brien-Shortle Associates in
Rutland, Vermont, is a case in point. His previous firm had
been a PCPS member and, when it was merged into a
larger firm, he established the Rutland office as an
independent entity. It’s already made an acquisition and
grown to 16 people.
“Quality control is the primary, overriding benefit that
we expect from PCPS membership,” Mr. O’Brien says, “It
is the key consideration for firms that are growing rapidly,
as we are.” He also got a thorough explanation of PCPS
member benefits from Executive Committee Chairman
Bob Israeloff, whom he ran into at the Small Firm
Conference in Denver.
Also meeting with our missionary Chairman at that
Conference was Craig Northacker of Craig A. Northacker,
CPA, Rockville Centre, NY He joined PCPS to “avail
myself of the knowledge in the profession, approach peer
review in a positive manner and decrease my legal
liabilities.”

State Society Connections
Several new members learned about PCPS through
their work in the state societies. Ellen Solem of Solem &
Nicholson in Chinook, Montana, is the president-elect of
the Montana Society of CPAs. She believes that joining
PCPS reflects the profession’s overall emphasis on quality.
Continued on page 5

Advocacy in Action
Here are highlights of some of the Section’s recent
advocacy activities.
New accounting service. In separate letters to the
Accounting and Review Services Committee, the PCPS
Executive and Technical Issues Committees urged the
ARSC to authorize a new level of service in connection
with financial statements. The recommended service
would enable CPAs to prepare “plain paper” financial
statements for management use only without complying
with the current requirements for a compilation.
The PCPS cited numerous changes affecting the
profession since 1967, when SAP 38 discontinued such
a service. Bankers are more sophisticated today, and
reliance by third party users on financials that are not
accompanied by a CPA’s report is no longer a significant
risk. Clients are operating in an increasingly competitive
environment, and they need basic operating information on
a timely basis. Personal computers make such a service
more feasible than ever. Finally, the number and complex
ity of accounting rules has increased significantly—“Our
clients are tired of us telling them what we cannot do and
of us giving them what they do not want—they want a
change.”
The PCPS also pointed out that “The proliferation of
interim financial statements marked ‘DRAFT’ cannot be
dismissed as merely substandard reporting. Rather it is
evidence of an emerging service in need of authoritative
guidance.”
The recommendation included numerous safeguards
that should accompany such a service, such as a clear
understanding with the client, the absence of any indica
tion that the financials would be used externally, the
absence of any mention of the CPA or his firm, and a
cautionary legend on each page of the statements.
Recognizing depreciation. In August 1987 an FASB
statement required all not-for-profit organizations to recog
nize depreciation in their financials, effective for fiscal
years beginning after May 15,1988. Then, in June of this
year, the FASB proposed to extend the effective date to
years beginning on or after January 1,1990. The objective
Continued on page 5
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Chairman’s Corner
(Each issue of the Advocate will include a “Chairman’s Corner," in
which the chairperson of one of the PCPS committees highlights
some of the committee's recent activity. This issue features Edward
F. Pockman, Chairman of the Technical Issues Committee—the
"TIC").

The Technical Issues Committee acts as the technical
advocate for PCPS members. Most of our efforts are
directed toward monitoring proposed new standards and
commenting on them to the standard setting bodies from
the special perspective of private companies and the CPAs
who serve them. In addition, the Committee strives to keep
the membership informed about various matters of current
concern. The Committee has recently discussed several
matters to which I would like to call your attention.
Pensions. For most private companies the delayed
effective date of SFAS 87, Employers’ Accounting for
Pensions, is years beginning after December 15,1988.
This delay, due in part to the efforts of the TIC, means
that the first annual statements affected will be for
calendar 1989.
Although this may seem to give us another year, we
should begin now to assess the impact on our clients’
financial statements, and to work with the clients and their
actuaries to gather the necessary information, particularly
information on the transition amount at the beginning of
the transition year. In addition to the actual statement,
FASB has issued an implementation guide in the form of
Q&As, which can be very helpful.
Deferred taxes. The same effective date applies to
SFAS 96, Accounting for Income Taxes. Again, we should
be gathering information this year to assess the impact on
financial statements and to advise clients on possible
benefits of early implementation. In certain situations,
early implementation can reduce deferred tax liabilities
because of the lower tax rates now in effect. In other
circumstances, implementation will have a negative effect
because of the limitation on deferred tax debits.
Regardless of direction, if the effects would be significant
this year, clients will want to know. FASB is expected to
issue an implementation guide on accounting for income
taxes by the end of the year.
(Editor’s Note: At press time it was reported that the
FASB will expose for comment a proposal to defer SFAS
96’s effective date one year.)
Sampling, risk and materiality. On another matter,
TIC members have recently discussed the problems noted
during peer reviews with certain Statements on Auditing
Standards, particularly SAS 39, Audit Sampling and, to a
lesser degree, SAS 47, Audit Risk and Materiality in
Conducting an Audit. One of the most troublesome areas

is determining when the auditor is, or should be, applying
audit sampling. Interpretation 1 to SAS 39 (AU 9350),
published in 1985, suggests a number of situations where
audit sampling rules would not apply. The Audit and
Accounting Guide, Audit Sampling, provides additional
guidance, as do the AICPA’s Technical Practice Aids
(TPA 8220) and Audit and Accounting Manual
(AAM 5300).
Members may also wish to reread SAS 47 to
understand what is, and is not, required by the Standard,
and then review their firms’ policies to see that they meet
at least the minimum requirements. For example, the audit
literature requires the auditor to take into account a
preliminary judgment about materiality, but does not
require quantifying this judgment. However, many practi
tioners believe that it adds both efficiency and
effectiveness to quantify a preliminary materiality amount.
The TIC has held informal discussions with Peer
Review Committee representatives and others about prac
tice problems with these SASs and will continue its efforts
to help practitioners in this troublesome area.
Common interest realty associations. Many local
practitioners have clients who would be directly affected by
proposals in the exposure draft of an accounting and audit
guide on “CIRAs,” which include condominium associa
tions, homeowners associations and co-ops. For instance,
the draft recommends disclosing estimates of future
repairs and replacements, and related funding policies. It
also recommends that CIRAs’ financial statements recog
nize common property as assets.
The TIC has been following the proposed guide’s
development for at least six years. We urged the Institute
to expose it so members could comment on its more
controversial provisions, and because the profession
needs the guidance it would provide. We now urge PCPS
members with CIRA clients to study the guide (publication
G00269, available gratis from the Order Department) and
comment before the December 31 deadline.
□

Practicing CPA
Available on Request
The Practicing CPA is a monthly AICPA publication that is
very popular among local firms. It is sent automatically to
each practice unit, and also to members who request it.
Practice management is the publication’s principal
focus. It also offers tips on the practical application of
professional standards and on certain aspects of federal
taxation.
To receive a personal subscription, an Institute mem
ber should send his or her request to the AICPA’s
Membership Administration Department.
□
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Committee Update
About this time every year the Section writes to the
managing partner of each member firm requesting nomi
nations or volunteers for service on PCPS committees.
There are three such committees, all drawn from member
firms.
The PCPS committees. The Executive Committee
consists of representatives—often the managing partner—
of 21 firms. Each year one third of its members are
appointed for three-year terms by the AICPA’s incoming
Chairman of the Board on the basis of recommendations
of a nominating committee appointed by Council. The
appointments must also be approved by the Board and the
existing Executive Committee.
The Executive Committee appoints the members of
the Peer Review and Technical Issues Committees.
Appointments are for one year terms and members are
usually not asked to serve more than three such terms.
The three committees’ 51 members represent 27
different states. Here is an analysis of the size of their
firms.

Number of Firms
Number of
Partners
1-5
6-10
11-25
Over 25

All Three
Committees

Exec.

PRC

TIC

16
17
15
—3
51
__

8
5
8
—
—
21
—

5
8
2
217

3
4
5
1■
13
—

Earlier this year the Executive Committee decided that
identifying and providing services to member firms is a
function that it should carry out itself. Therefore the
Member Services Committee is not being continued. The
Executive Committee complimented the Member Services
Committee on its significant accomplishments, but agreed
that the function would benefit from the direct and
immediate attention of the full Executive Committee.

Open door policy. The Executive Committee and TIC
invite attendance at their meetings by AICPA members
interested in the Section’s activities, up to the meeting
room’s reasonable capacity. These meetings give CPAs a
first hand look at what committee service involves. They
also give PCPS members opportunities to meet their
committee representatives and hear current PCPS con

cerns, and to provide input that the committees need.
Since pre-acceptance consideration of peer review reports
occupies a major portion of the PRC meetings, these
meetings are usually restricted to committee members.
If you would like to attend a committee meeting you
should contact the PCPS staff at (212) 575-6446. The staff
will give you the details of time and place and, if time
permits, send you a copy of the agenda and supporting
documents.
□

Public Relations
Materials Available
The AICPA’s Public Relations Division has developed
several new items to assist practitioners in presentations
on the current tax law. One is a 20-minute speech on how
to reduce 1988 tax liability. It is called Year-End Tax
Planning: Surviving The Second Wave Of Tax Reform
(Product 889469), and is available for $3 from the
Institute’s Order Department.
Also available are two items entitled How To Stay
Afloat During The Second Wave Of Tax Reform. The first is
a color slide presentation (with script) describing tax
saving strategies (Product 889440—$75). The second is a
brochure outlining 15 tax tips and including a current tax
bracket chart (Product 889454—$10 per 100). All three of
these items are suitable for use through December.
Public Relations also has several speeches directed
toward small business owners. They are available from the
Order Department for $3 each:
• Going Concerns: Keeping Your Business in Busi
ness (Product 890555).
• Microcomputer Applications For Small Businesses
(Product 890589).
• How CPAs Solve the Problems of Small Business
Owners (Product 890574).
• Keeping It All In The Family: The Problems of
Succession In Family Businesses (Product 890265).
• To Sell Or Not To Sell: A Question for Small
Business Owners (Product 890606).
• How To Be Sure Your Business Is Located In The
Right Place (Product 890593).
• How To Get The Bank Loan You Need (Product
890610).
□
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PCPS Committee
Rosters
Here are the rosters of the three PCPS committees. The
abbreviations following each Executive Committee mem
ber indicate the states assigned to that member for liaison
purposes.
These committee members are your representatives,
and they will welcome your suggestions, comments and
questions. If you want to bring something to the attention
of a full committee, address your communication to the
committee in care of the Director, Private Companies
Practice Section, at the AICPA.

Executive Committee 1988-89

Robert L. Israeloff, Chairman, Israeloff, Trattner & Co., 11
Sunrise Plaza, Valley Stream, NY 11582 (CT NY)
Jerrell A. Atkinson, Atkinson & Company, PO. Box 25246,
Albuquerque, NM 87125 (NM, UT)
J. Frank Betts, Eubank & Betts, P.O. Box 16090, Jackson, MS
39236 (AL, MS, KY)
Stephen K. Bjorkman, Dale E. Gruntorad & Co., 202 South
11th, Suite 201, Lincoln, NE 68508 (NE, SD)
William J. Bomar, Windham Brannon & Co., P.O. Box 54226,
615 Peachtree St., Atlanta, GA 30379 (GA, SC, TN)
Dennis R. Carson, Olsen, Thielen & Co., Ltd., 223 Little
Canada Road, St. Paul, MN 55117 (MN, ND, Wl)
Peter N. Chase, Peter N. Chase, CPA, PC, 9293 Corporate
Circle, Manassas, VA 22110 (NC, VA, WV)
Raymond D. Falconetti, Faw, Casson & Co., PO Box 516,
Dover, DE 19901 (DE, NJ, PA)
Donley D. Fedders, Williams & Company, 814 Pierce Street,
Sioux City, IA 51102 (IA, MO)
David D. Green, Alder, Green & Hasson, 10920 Wilshire Blvd.,
Suite 1200, Los Angeles, CA 90024, (AK, GU, HI, NV)
Bruce J. Harper, Harper & Pearson Company, One Riverway,
Suite 1900, Houston, TX 77056 (TX)
Robert R. Harris, Berger, Harris, McAlpin & Company, 111
Orange Avenue, Suite 300, Ft. Pierce, FL 33450
(FL, PR, VI)
Edwin G. Jolicoeur, LeMaster & Daniels, 800 Seafirst Financial
Center, Spokane, WA 99201 (ID, MT OR, WA)
Ronald S. Katch, Katch, Tyson & Co., 191 Waukegan Road,
Northfield, IL 60093 (IL, Ml)
Steven Kaufman, Kaufman, Rosenbloom & Shapiro, PA., 6931
Arlington Road, #400, Bethesda, MD 20814 (DC, MD)
Don L. Keller, Lautze & Lautze AC, 1735 Technology Drive,
Suite 250, San Jose, CA 95110 (CA)
Bernard S. Lauterbach, Lauterbach, Borschow & Co., 715 N.
Oregon Street, El Paso, TX 79902 (AZ, OK)
Jake L. Netterville, Postlethwaite & Netterville, 8550 United
Plaza Blvd., Suite 1001, Baton Rouge, LA 70809 (AR, LA)
Edward H. Pendergast, Kennedy & Lehan, 1 Monarch Drive,
North Quincy, MA 02171 (MA, ME, NH, RI, VT)
C. David Stauffer, Stauffer & Co., PO. Box 391, Canon City, CO
81212 (CO, KS, WY)

James D. Winemiller, Blue & Co., P.O. Box 80069, Indianapolis,
IN 46280 (IN, OH)

Peer Review Committee 1988-89
John Mason Andres, Chairman, Thomas & Thomas, 701
Arkansas Blvd., Texarkana, AR 75502
Gerald H. Banwart, Heinold-Banwart, 2400 N. Main, East
Peoria, IL 61611
Russell J. Beirich, Lund & Guttry, 415 S. Palm Canyon Dr., PO.
Box 2714, Palm Springs, CA 92263
Francis X. Bochanski, Arthur Young & Company, 133 Long
Lane, Upper Darby, PA 19082
Spencer A. Coates, Baird Kurtz & Dobson, 911 College Street,
Bowling Green, KY 42102
L. Thomas Cox, Jr., Williams Cox Weidner & Cox, 1713 Mahan
Drive, Tallahassee, FL 32308
Ted M. Felix, Weiner & Company, 177 Madison Avenue,
Morristown, NJ 07960
John F. Hamilton, Finch Hamilton & Co., 1330 Lady Street,
Suite 504, P.O. Box 11625, Columbia, SC 29211
David K. Johnson, Anderson ZurMuehlen & Co., PC, 410 North
Broadway, Billings, MT 59101
Douglas C. Koval, Philip Vogel & Co., PC., 12221 Merit Dr.
#1200, Dallas, TX 75251
John B. Marinan, Marinan & Young, 425 Northern Blvd., Suite
One, Great Neck, NY 11021
Douglas S. Mathison, Parent Dott & Co., 1017 N. Spring St.,
PO. Box 516, Beaver Dam, Wl 53916
Charles J. McElroy, Larson Allen Weishair & Co., 1200 Shelard
Tower, 600 South County Rd. 18, Minneapolis, MN 55426
Gary S. Nelson, Nelson, Trimble & Company, 19 NW Oregon,
Bend, OR 97701
Fredrick L. Silbernagel, III, Stoy, Malone & Company, 7315
Wisconsin Avenue, Bethesda, MD 20814
George S. Smith, Burkhalter & Co., PA, 520 East Capital, P.O.
Box 23027, Jackson, MS 39201
Lee D. Weddle, Lowrimore Warwick & Co., 110 Grace Street,
Wilmington, NC 28402

Technical Issues Committee 1988-89
Edward F. Rockman, Chairman, Alpern, Rosenthal &
Company, Ste. 200, The Pitt Building, 213 Smithfield Street,
Pittsburgh, PA 15222
Jerome F Beeson, Presnell, Gage & Co., 1150 West State
Street, P.O. Box 1693, Boise, ID 83701
Melroy C. Clark, Eide Helmeke & Co., 205 American Bank
Building, Moorhead, MN 56560
Jacob J. Cohen, Walpert, Smullian & Blumenthal, PA., 29 West
Susquehanna Avenue, Baltimore, MD 21204
John C. Compton, Cherry, Bekaert & Holland, 2550 Charlotte
Plaza, Charlotte, NC 28244
Andrew D. Finger, Cohen & Company, 1310 Bond Court
Building, Cleveland, OH 44114
J. Larry Griffith, Mosebach, Griffith and Company, 5835 Grand
Avenue, Des Moines, IA 50312
Gregory H. Lurie, CPA, 292 Washington Avenue Extension,
Albany, NY 12203
Judith H. O’Dell, Beucler, Kelley & Co., Ltd., 125 Strafford
Avenue, Wayne, PA 19087
Lawrence E. Rubin, Rubin, Brown, Gornstein & Co., 230 South
Bemiston, St. Louis, MO 63105
John F. Schilling, Eikill & Schilling, Ltd., 310 Midwest Federal,
Duluth, MN 55802
Kim L. Tredinnick, Virchow, Krause & Company, 4130 Lien
Road, PO. Box 7398, Madison, Wl 53707
Kenneth J. Wunderling, Hood and Strong, 575 High Street,
Palo Alto, CA 94301
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Membership Soars
Continu
ed from page 1

Ms. Solem said that her firm had always planned on
joining, though it had been somewhat wary about the peer
review process. “We decided to join now because the
entire profession is demonstrating a thrust toward quality
that gives everyone a good attitude.”
David Fader of David M. Fader, CPA, Livingston, NJ
had not “felt the need” to join in the past. The impetus to
join PCPS came from his work on the Small & Medium
Size Firm Committee of the New Jersey Society of CPAs.
He signed up in March with the recognition that mem
bership would “focus attention on ways to improve the
quality of my practice.”

Marketing Support
Client considerations were on the minds of several
other new members. Douglas Buck of Buck, Sturmer &
Co. in New York City said that his 35-person firm benefits
from the materials PCPS provides for distribution to
clients, such as brochures.
John Kubiak of Kubiak and Coffman in Albuquerque,
New Mexico also feels that membership gives his 10person firm a marketing edge. That, however, was a
secondary consideration when his firm joined. “First and
foremost,” he says, “we are committed to developing a
quality practice. Membership and peer reviews provide us
with the means to enhance our quality control.”
Richard Bender of Cohen & Bender in Los Angeles
echoed that thought. His 12-person firm expects mem
bership to enable it to “improve internal controls and
maintain high standards,” a conclusion that overcame
previous concerns about the time and costs related to peer
review.
Practicality, as well as quality control, was on the mind
of J. Peter Frank of Frank & Company of Lexington,
Kentucky. “We think PCPS will give us more frequent
updates on the profession and more practical advice than
is available through professional publications. Plus, we
expect support in the area of interpreting financial account
ing standards.”
James Lingerer had one specific reason for joining.
The sole practitioner of James L. Ungerer, CPA in
Overland Park, Kansas wanted to audit REA-related
cooperatives, and one of the requirements was that he be
enrolled in a peer review program. Since he was familiar
with PCPS through work with a former firm, he chose the
PCPS program rather than any other option.

Continued Growth Seen
It seems probable that the entrepreneurial instinct
inherent in PCPS members will continue to contribute to
membership growth. People who were exposed to PCPS
in previous jobs continue to appreciate its benefits, and
bring their new firms into the Section.
Also, clients and other business contacts increasingly
recognize the value of membership in PCPS and the
AICPA. That’s the opinion of Tom Kirk, audit partner at
Hoyman, Oswalt & Kirk, a 15-person firm in Melbourne,
Florida.
“We joined PCPS, which I had known from a previous
firm, because it’s a well-oiled machine, with public rela
tions, marketing and member support. We knew that its
systems were in place and that we would not be subject to
an administrative learning curve.”
His comments sum up the essence of Bob Israeloff’s
letter to non-members after the passage of the Plan to
Restructure. It certainly seems as if the message has
gotten through.
□

Advocacy
Continued from page 1

was to avoid an apparent conflict with a GASB statement,
particularly with respect to public colleges and universities.
The Technical Issues Committee (TIC) urged FASB to
retain the original effective date, citing “the economic penalty
incurred by not-for-profit entities that have instituted early
implementation... or have expended considerable effort
towards that end. They often took these steps on their CPAs'
advice. Changing this advice now could compromise the
credibility of many of our member firms.”
Health care guide. The TIC enthusiastically welcomed
the exposure of a proposed audit and accounting guide,
Audits of Providers of Health Care Services. They particularly
appreciated the proposed Guide’s many examples of financial
statements and auditor’s reports, but noted that all of these
are based on not-for-profit health care providers. The TIC
recommended including others, such as an example suitable
for proprietary nursing homes.
The TIC’s comment letter also pointed out that at least
ten new SASs and several other pronouncements are not
reflected in the proposed Guide, but that the Institute plans
to incorporate them before issuing the final version. Citing
the significant changes that the new pronouncements
would probably require, and the difficulty in providing
helpful comments without first seeing how the Guide would
implement these important new pronouncements, the TIC
urged the AICPA to update and re-expose the draft before
issuing it in final form.
□
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Task Force Cites MAS
Publications
In a review of materials and services that the AICPA
provides for its members, a task force of the Executive
Committee concluded that many practitioners are unaware
of the impressive array of practice aids developed by the
Institute’s MAS Division. The task force asked your
Advocate to bring these MAS publications to members’
attention.
There are three separate series of nonauthoritative
MAS practice aids: Small Business Consulting, Technical
Consulting, and Practice Administration. All are written by
MAS professionals and reviewed by MAS committees to
ensure their relevance and usefulness in today’s MAS
practice.
Currently there are ten titles in the Small Business
Consulting series, dealing with helping clients to, for
example, obtain funds, develop a budget, price manufac
tured products, or maximize profits. The nine Technical
Consulting publications focus on topics such as EDP
engagements, litigation services, and financial ratio
analysis. There are five publications in the Practice
Administration Group, the most recent of which includes 15
sample MAS engagement letters.

pcpsAdvocate
American Institute of CPAs
1211 Avenue of the Americas
New York, N.Y 10036-8775

All these publications are listed in the MAS section of
the AICPA’s publications catalog. Their prices range from
$4 to about $10, and they are available from the Institute’s
Order Department. As new titles are issued, members of
the Institute’s MAS Division receive copies at no charge.
In the task force’s view, these publications belong in
the library of every firm that is interested in expanding the
services it offers to clients.
□

Peer Review
Due Date Changed
The Executive Committee extended the due date by which
new members are required to have their peer reviews.
Firms joining this year or later must have their initial
reviews within 18 months. However, if this causes a review
to fall during tax season, the firm has until the end of the
following May.
Previously, new members were required to have their
reviews within one year of joining. The Committee recon
sidered this because many firms that joined this year
would otherwise need their reviews before the end of the
1989 tax season. This would have created problems for
both firms and reviewers.
□

